STATE OF NEW HAMPSHIRE

Inter-Department Communication

DATE: October 6, 2016
AT (OFFICE): NHPUC

FROM: Anthony Leone, Examiner

SUBJECT: Liberty Utilities (Energy North Natural Gas) Corp.
DE 14-216 2015 CORE
FINAL Audit Report

TO: Tom Frantz, Director, NH PUC Electric Division
Steve Frink, Assistant Director, NH PUC Gas/Water Division
Les Stachow, Assistant Director, NH PUC Electric Division
James Cunningham, NH PUC Analyst IV

Introduction

The Public Utilities Commission Audit Staff (Audit) has conducted an audit of the books
and records related to the CORE Energy Efficiency Program for the calendar year 2015. The
four participating electric utilities, Unitil Energy Systems, Inc. (UES), PSNH d/b/a Eversource,
New Hampshire Electric Cooperative (NHEC), and Granite State Electric (GSE) and two gas
utilities, Northern Utilities, Inc. (Northern) and Energy North (ENG) filed a joint petition for the
program years 2015 through 2016. Each utility was audited individually.

In accordance with Commission Order #24,630 in Docket DG 06-036, ENG provided the
Commission with monthly summaries of expenses and recoveries related to the energy efficiency

programs. For the 2014 program year, the monthly summaries were properly filed in the instant
docket, DE 14-216.

Audit appreciates the assistance of Eric Stanley, Tina Poirier, Sue-Ellen Billeci, Heather
Tebbetts, Jim Bonner and Cynthia Trottier from Liberty Utilities. The Company provided access
to all supporting documentation requested by Audit.

Approved 2015 Programs

The participating utilities submitted a joint energy proposal to the Commission on
9/12/2014 for the program years 2015 through 2016 and a joint Settlement Agreement on
12/11/2014. The Commission then approved the 2015 programs by Order #25,747 on
12/31/2014. As found in the joint Settlement Agreement filed 12/11/2014, the ENG programs
for program year 2015 were approved as follows:



Residential — Income Qualified

Home Energy Assistance Program (weatherization program)

Residential — Non-Income Qualified

Home Performance with Energy Star (HPWES- weatherization program)
Energy Star (New) Homes

Energy Star Products -heating, hot water equipment and controls

Commercial & Industrial
Large Business Energy Solutions Program
Small Business Energy Solutions Program

Educational Programs
Energy Code Training

Commercial Energy Auditing Class

C&I Customer Education

Energy Education for Students

Home Energy Ratings for New Homebuilders

Utility Specific Programs

Third Party Financing- Liberty Utilities offers a Third Part Financing Pilot program for
the second year in a row. This program is essentially designed to encourage residential
participation in the HPWES and Energy Star Products programs by offering low interest
financing through local, third party creditors. In this program, Liberty secures the ability to buy
down a loan from a stated rate of 6.99% or below to 2%. Refer to the expense portion of this
report for further information.

Home Energy Reports (HER) Pilot- Liberty Utilities will continue the HER behavioral
pilot program whereby a paper report is delivered to a randomly selected group of residential
natural gas customers with the intent on saving and reducing overall consumption of natural gas.
The methods used are detailed in the joint settlement agreement on page 90.

Early Boiler Replacement Program- Liberty will continue this pilot program of
encouraging residential customers to replace old, inefficient, but still operating natural gas
appliances with new, high-efficiency Energy Star rated equipment.

Significant Changes or Updates to the Gas Programs

The Home Energy Assistance Program was updated to include a new overall percentage
to be reached by the utilities, 15.5% rather than 15%. The program budget per household was
updated from $5,000 to $8,000 to match the Home Energy Assistance program offered by the
NH Electric Utilities.




The Energy Star Appliance and the Energy Star Lighting programs were combined into
one Energy Star Products program.

The Municipal Programs within the Small and Large Business Programs now include
cost-effective weatherization services for buildings heated with oil, electricity and propane.

Mid-Year Adjustments

The Company notified the Commission of the following transfers throughout the year as
indicated.

Program Budget 20% Cap Amount %_ Date
Energy Star Products $828,043 $165,609 $(12,160) (1.6%) 4/29/2015
Energy Star Homes $ 60,800 $ 12,160 $12,160 20%

HPwES $730,157 $146,031 $(14,564) (2.0%) 11/4/2015
Energy Star Homes $ 60,800 $ 12,160 $ 14,564 24%

HPwWES $730,157 $146,031 $(72,000) (9.9%) 11/4/2015
Energy Star Products $828,043 $165,609 $ 72,000 8.7%

Large Business $1,445,300 $289,060 $(149,000)  (10.3%) 11/4/2015
Small Business $1,032,710  $206,542 $ 149,000 14.4%

Filing Summary

Expenses

Demand Side Management (DSM) expenses for the year ending December 31, 2015 as
reported in the shareholder incentive on 5/31/2015 were $5,177,245. Audit reviewed Table 8 of
the shareholder incentive report and noted the totals of the Residential and Commercial,
Industrial & Municipal corresponded to the totals found in the rest of the Filing, the Shareholder
Incentive calculation and to the GL Activity of EnergyNorth.

Audit reviewed the overall initial and revised budget totals by program and compared the
reported actual expenses. As detailed below there were no exceptions.



2015 Filed Revised Actual Actual Spent

Budget per Budget Spending as % of

Program Jt Stimt Agrmt _from Transfers from Filing  revised Budget
EnergyStar Products $ 828,043 §$ 887,883 §$ 899,814 101.3%
EnergyStar Homes $ 60,800 $ 87,524 $ 84,958 97.1%
Home Energy Assistance $ 921,250 $ 921,250 $ 919,751 99.8%
HPWES $ 730,157 $ 643,593 § 619,873 96.3%
Residential Building Practices $ 293,550 $ 293,550 $ 298,542 101.7%
Subtotal Residential $ 2,833,800 $ 2,833,800 $ 2,822,938 99.6%
C&lI Education $ 15,000 $ 15,000 $ 11,503 76.7%
Large Business $ 1,445,300 $ 1,296,300 $ 1,213,707 93.6%
Small Business $ 1,032,710 $ 1,181,710 $§ 1,129,098 95.5%
Subtotal C&I $ 2,493,010 $ 2,493,010 $§ 2,354,308 94.4%
Grand Total $ 5326810 $ 5,326,810 |'$ " 5,177,246 97.2%

Planned PI $ 426,145

fatc] Agreement  $ 5,752,955

The overall actual expenses reported were 97% of the adjusted budgeted total.
The supporting spreadsheets provided to Audit agree with the reported total expenses identified
in the updated shareholder incentive calculation.

The reported actual Income Qualified Home Energy Assistance figure of $919,751
represents 18% of the total expenses, excluding the performance incentive.

The shareholder incentive report indicated the calculated incentives for 2015 were
$201,559 for the C&I sector, and $288,781 for the Residential sector, for a total of $490,340.
Audit recalculated each of the reported incentives and found a total variance of $100. This
difference is immaterial to the overall Incentive and re-filing is not needed.

General Ledger Detail (gl)

Audit verified the 2015 Rolling Fund Balance from the monthly reports filed in docket
DE 14-216 to:

1/1/2015 Beginning Balance $ 3,468,356 agrees with gl recon prior audit
2015 Revenue Collected $(9,176,131)

2015 Expenses $ 5,059,723

2014 Incentive True-Up $ 196,757

2015 Estimated Incentive $ 319,609

2015 Interest $ 21,249

2015 Reclass & Misc. (Net) $ 3.147

12/31/2015 Balance reconciliation $ (107,290) over-collection at year-end

GL 8840-2-0000-10-1163-1755 12/31/2015 $ (107,290)



Audit was provided with the Energy North Gas Company Account Reconciliation for
account 8840-2-0000-10-1163-1755, Deferred Peak Reserve DSM, which reflects the ending
balance for 2015 $(107,290). The Wennsoft Financial Reporting system is a system report by
project code. Wennsoft is the basis for the expenses reported. If manual journal entries are
made to the general ledger (known as Microsoft Dynamics GP 2010), there may not be the
necessary system code associated with it. The Company has reconciled each month’s reported
information to the general ledger, resulting in the report to the Commission agreeing with the
ending general ledger.

The reconciliation of the general ledger to the shareholder incentive expense figure is
comprised of:

Expenses per GL $5,058,768
Remaining 2014 Expenses recorded in 2015 $ 183818
2015 Expenses recorded in 2016 $ 87,898
Reclass Labor Expenses $ 11,761
Total 2015 reported SHI Expenses $5,177,245

Performance Incentive

The incentive totals included in the overall ending balance are comprised of:

Booked in year True-up booked  Activity in general

referenced in 2015 ledger during 2015
2014 $196,074 $196,074 $196,074
2015 $319,609 $ 0 $319.609
$196,074 $515,683

The true up for the previous calendar year is always booked in the following year due to
timing. Therefore the 2014 true up of $196,074 was booked in 2015 and the 2015 true up will be
booked to the general ledger and subsequent reconciliation and reflected in the regulatory report
in calendar year 2016. The 2015 incentive calculated in the Shareholder Incentive report
submitted in May 2016 was $490,340. Therefore, the true-up for the 2015 program year booked
in 2016 should be:

$490,340 — $319,609 = $170,731

Revenue - $9,176,131

Audit reviewed the monthly reports provided to the Commission in the instant docket and
noted therm sales by Residential sector, therm sales by C&I sector and a combined report. Audit
noted the accurate reflection of the approved Energy Efficiency rates as authorized by the
Commission in the last four Cost of Gas Dockets and subsequent Orders. Audit notes that the



usage and derived revenue files submitted contained past billings at appropriate past EE rates;
however the amounts included were not material to the overall revenue for the month of June and
such transactions are part of the normal course of business. The Energy Efficiency (EE) and
Low Income (LI) rates indicated in the Revenue files submitted by Liberty included the
following:

Per the Company, the Cogsdale billing system calculates customer invoices which are
processed and printed from Fiserv, the Company’s billing service provider. Audit requested and
was provided with a summary revenue consumption file for the month of June 2015. The
summary reflected fixed revenue, therms, cost of gas, LDAC, as well as other sources such as
Gas Supply charges, Base Revenue charges and Fixed Revenue charges. Transportation
customers’ revenue, which is booked to general ledger account 8840-2-0000-40-4460-4893, was
summarized in one section, and the non-transportation residential and commercial/industrial
customers’ revenue was separately summarized. Those revenues are booked to general ledger
account 8840-2-0000-40-4295-4800 and 4810.
















































































































































































































































